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Past reports make reference to advantages offered by 
states or regions when costs of production are compared 
(Garcia and Kalscheur 2005). The U.S. Department of 
Agriculture’s Economic Research Service recently pub-
lished figures for different regions of the United States. The 
figures, available in USDA ERSW site (http://www.ers.
usda.gov), show the economic advantage of South Dakota 
and neighboring states for dairy production. South Dakota 
currently ranks 14th nationally in per-cow milk production, 
and this recent growth came from improvements in both 
milk quality and herd management. Between the third quar-
ters of 2008 and 2009, cow numbers and milk production 
increased in the state by 4.4% and 5.5%, respectively. The 
state was No. 1 in the country for change in both parame-
ters during that period. These figures show the efficiency of 
existing operations and how they have improved productiv-
ity (tables 1 and 2). As of 2010 South Dakota ranks 21st in 
milk production. This publication discusses how local feed 
costs have influenced this trend and compares it to neigh-
boring states.
 
THE COST OF PRODUCING MILK
Operating costs are those incurred daily as part of the 
process of producing milk. Examples are feed costs, labor, 
bedding, energy use, cow health, etc. Other costs not in-
cluded are the opportunity cost of unpaid labor (how much 
the producer’s time is worth), the opportunity cost of land 
(land could be rented out), taxes and insurance, deprecia-
tion, and general farm overhead. The largest component of 
operating costs is feed, and it’s why most dairy economists 
have chosen the parameter income over feed costs (IOFC) 
as measure of dairy profitability. As of November 2010, 
daily feed costs per cow for a sample of South Dakota dairy 
producers were roughly $4–$5 and $6–$7 per 100 Lbs. of 
milk (Garcia 2010, personal communication).
Table 1. Milk production in South Dakota
Year Jan–Mar Apr–Jun Jul–Sep Oct–Dec Annual Prod.
2005 350 371 358 358 1,437
2006 364 382 380 379 1,505
2007 401 417 410 413 1,641
2008 426 446 458 466 1,796
2009 460 483 481 468 1,892
2010 466 482 473 NA* NA*
Source: NASS. South Dakota Agriculture 2010.
*No figures as of 12/6/2010.
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Table 2. Milk production in South Dakota
Year
Milk cows on 
farm
(thousand head)
Production
per cow/year
(pounds)
Milk fat
(%)
Total production
(million pounds)
Milk disposistion
(million pounds)
Annual 
avg. price
($/CWT)
Milk Milk fat Milk Milk fat Used on farms Marketed
2005 81 17,741 651 3.67 1,437 52.7 9 1,428 15.3
2006 81 18,580 684 3.68 1,505 55.4 8 1,497 13.1
2007 85 19,306 720 3.73 1,641 61.2 8 1,633 19.1
2008 90 19,956 746 3.74 1,796 67.2 8 1,788 19.1
2009 94 20,128 767 3.81 1,892 72.1 9 1,883 13.8
Source: NASS. South Dakota Agriculture 2010.
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Figure 1 shows the farm resource regions as proposed 
by Heimlich (2001). For this publication, we are report-
ing data available for six of the eight regions: Heartland 
(southeast South Dakota’s region), Northern Crescent, 
Prairie Gateway, Eastern Uplands, Southern Seaboard, and 
Fruitful Rim.
Feed and labor are the two largest individual compo-
nents of the operating cost of production. The differences 
in feed costs, hired labor, and total feed costs of five U.S. 
regions are shown in table 3. Because feed costs are lower 
and the largest component of total operating costs, this 
difference puts dairies in this region at a net advantage 
over the rest. Most dairy cows are located in eastern South 
Dakota (the western extreme of the Heartland region) in 
counties that run along Interstate 29. The Fruitful Rim and 
Prairie Gateway regions have operating costs of produc-
tion of 14.04 and 13.42, respectively. A disadvantage of 
these two regions over the Midwest in general and South 
Dakota in particular are the temperatures during the warmer 
months of the year, which negatively affect cow productiv-
ity.
FEED FOR HIGHER PRODUCTION:
IS SOUTH DAKOTA AT AN ADVANTAGE?
The average dairy cow diet in the state consists on a dry 
basis of concentrates and forages approximately in equal 
proportions. The concentrate fraction consists primarily of 
corn grain, distillers grains (wet or dried), soybean meal, 
and/or plus feed additives, minerals, and vitamins. The for-
age portion consists of nearly 50% corn silage (dry basis) 
and/or small grain silage, and 50% alfalfa forage (silage 
and/or hay), with minor contributions of other fibrous 
roughages. All these feeds are in ample supply in the state 
and in neighboring states. Iowa is No. 1 in the country in 
both corn grain and soybean production (NASS 2010). 
According to the NASS (2010), corn for grain produc-
tion in South Dakota totaled a record 706.7 million bushels 
in 2009, up 21% from 2008. Corn yield also increased to 
151 bushels per acre, up 21 bushels since 2008. Total area 
planted by producers was up 4% at 4.25 million acres, and 
of those, 4.19 million acres were harvested, up 3% from the 
previous year. More acres planted for grain have somehow 
displaced corn for silage. There were no differences in pric-
es paid for corn between 1991 and 2010 when compared 
with neighboring states. This higher availability of corn 
grain results in higher availability of its co-product from 
local ethanol industry: distillers grains. Soybeans followed 
a similar trend, with 176 million bushels, up 27% from the 
previous year, with a record-high yield of 42 bushels per 
acre (NASS 2010). Planted acres were up 6% and harvested 
acres up 4% placing South Dakota eight in the country for 
this crop. 
Of the forage fraction of the diet, alfalfa hay production 
at 5.75 million tons was up 4% from 2008 and harvested 
acres were up 100,000 to 2.5 million. South Dakota is No. 
2 in the country in alfalfa hay production. When prices for 
the last 5 years of alfalfa hay in neighboring states and Cal-
ifornia are compared, South Dakota shows a clear advan-
tage (fig. 2). Corn silage harvested acres dropped between 
2008 and 2009 by nearly 17%, although yield per acre and 
total production increased by 33%, and 11%, respectively. 
Figure 3 shows the cost of major inputs in dollars per cow 
per day for South Dakota and its two neighboring states, 
Iowa and Minnesota, between 2006 and 2010.
Current economic constraints have affected dairy pro-
ducers all over the United States. Regions that can produce 
milk with less overall costs are at a net advantage. Current 
data supports the assumption that South Dakota is among 
Table 3. Operating costs for five regions of the U.S. during 2009.
Item Heartland Northern Crescent
Prairie
Gateway
Eastern
Uplands
Southern
Seaboard
Fruitful
Rim
Total feed costs 10.25 10.45 11.03 11.67 11.73 11.48
Hired labor 1.45 1.72 1.55 1.78 1.83 1.80
Other* 2.35 2.08 0.84 2.01 1.77 0.76
Total operating costs 14.05 14.25 13.42 15.46 15.33 14.04
Source: ERS. 2010
* i.e., veterinary, milk hauling, etc. 
Figure 1. U.S. Farm Resource Regions
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the best regions in the country for milk production. This is 
greatly influenced by the abundance of competitively priced 
feeds.
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Figure 2. Hay prices in neighboring states and California 
(2006–2010)
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Figure 3. Cost of major inputs per cow per day for South Dakota 
and neighboring states
